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OGC HAS REVIEWED.

6 April 1954
CBAMDW FOR: ¥R W& 25X1A
ATTERTIOR : M.
SUBJECT H dves of USIS mshurmnﬁ Ofticer, Banglk

tng Taxabllity of Post Differential, dated

1+ You have asked me to exanmine the contents of the sibject memo-

randun and 2 express an opinion s to whether its contents might be belp-
ful to any of our persummel assigned | | similavly sloasiified
poste. 50 far ss I con tell, this mewovenium is based vpon a fupndamental

: ton of the application of present tax laws to the post differen-
tial. As & cardinal principle under U, S. income tax laws, all amousts
received 1n the mature of ccpensation for persoual services are taxable
ineome in the absence of an exprese statutory exclusion, The exclusion
whish this memersndum PWPOrts to find applinsdble deals, however, with
swounts received as "cost of living allowances in accordance with regu-
lations approved by the mmm,* (8eetion 116{}) of the Intermal
Revomue Code). Cost of living sllowmnves are a quite different animel
than a post dilferential.

2. Tou latter iz intended to eompensate for epvirommntal factorg
rother then an ineyessed cost of living ceessioned by serviee in the employ
of the Governmnt abroed. The cibted section quite elearly applles only
to eoat of Uving allswmances. _

3. It wouwld ve my guess ibat the several employees referred to in
the zmsorandum who were ablé to cbiain e refund of tax paid on the Inelu-
sion ﬁ’ the ¢ifferential by the atiachment of the suggested statement
wres not properly entitled to it.
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